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Legislative Fiscal Bureau
One East Main, Suite 301 » Madilson, WI 53703 « (608) 266-3847 » Fax: (608) 267-6873

May 16, 2001 Joint Committee on Finance Paper #857

Appropriations Structure -- College Savings and College Tuition
and Expenses Programs (State Treasurer) '

[LFB 2001-03 Budget Summary: Page 622, # 9]

CURRENT LAW

There are three SEG appropriations and one GPR appropriation for the operations of the
college tuition and expenses program; and there is one GPR appropriation and one PR
appropriation for the operation of the college savings program. The three SEG appropriations
for college tuition and expenses programs are all financed from the tuition trust fund, which is
established solely for the purposes of college tuition and expenses program.

GOVERNOR

For the college tuition and expenses program, modify current law to combine two current
SEG appropriations, one for the payment of tuition and a second for the payment of refunds, into
a single appropriation to allow payments for both purposes. For the college savings program,
modify current law to specify that the GPR appropriation for administrative expenses for that
program is only for initial administrative expenses. Modify the existing SEG appropriation
which is funded from the tuition trust fund and is for administrative expenses of the college
tuition and expenses program to allow the use of that appropriation also for administrative
expenses of the college savings program. Create two new SEG appropriations, also to be funded
from the tuition trust fund: one for use of monies received by the investment services vendor for

the college savings program to make investments under the program and the second would allow
payment of tuition and refunds under the program.
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DISCUSSION POINTS

1. The college tuition and expenses program, referred to as the EdVest program (and
now EdVest I), was originally created by 1995 Act 403 to provide an alternative means for parents
and others to save for a child’s future college costs by "prepaying” all or a portion of their tuition
and other expenses. An individual, a trust or a legal guardian may contract with the program to
purchase "tuition units" on behalf of a beneficiary named in the contract. The tuition units may then
be redeemed when the beneficiary enrolls in college and applied toward the payment of
undergraduate tuition and other related expenses at any public or private postsecondary institution in
the country. The price of a tuition unit at the time of purchase is based on the estimated weighted
average tuition and other related expenses at bachelor’s degree-granting institutions within the UW
System at the time of expected educational year of use and factoring in the expected investments
earnings in intervening period. The stated amount of the tuition unit is set at the time of purchase.
Monies paid to the program to purchase tuition units are placed in the tuition trust fund and invested
by the State of Wisconsin Investment Board (SWIB). SWIB is required to invest these trust fund
monies in investments with maturities and a degree of liquidity that are appropriate for the needs of
the program. Consequently, SWIB has adopted investment guidelines for this trust fund that
restricts investments to U. S. government and municipal obligations and corporate bonds.

2. The college savings program was created 1999 Wisconsin Act 44. It was enacted in
response to a desire from parents to be able to place monies to be used for future college costs of
their children in a program with investment options that could potentially earn greater returns on the
monies and that would not be restricted to calculation of tuition unit amounts. Participants under
this program will establish a college savings program account and select from one of six variable
investment options. The value of account at the time funds are withdrawn will depend upon the
investment performance of the option selected. Act 44 provided for the creation of a College
Savings Board to administer the new college savings program to be located in the State Treasurer’s
Office, specified that under this program qualified individuals could establish a college savings
account for a beneficiary and established that, in cooperation with the Department of
Administration, the Treasurer’s Office would contract with an outside vendor who would invest

monies contributed under the program to college savings accounts and provide quarterly reports on
status of individual accounts to account owners.

3. While it was expected that the new college savings program would begin operation
in calendar year 2000, that did not happen. The process of selecting a vendor took longer than
anticipated and then, in March of this year, it was determined that to successfully implement the
program, a separate and distinct trust fund to hold college savings program assets was required.
Companion bills (Senate Bill 146 and Assembly Bill 321) were introduced in the Legislature on
April 18, 2001, to provide for the creation of this new fund and make other associated program and
appropriation changes. Following the recent passage by the Assembly and Senate of Assembly Bill
321, that bill is now 2001 Wisconsin Act 7. As a result, certain changes in the appropriations
section of the Governor’s budget bill are needed to be modified to reflect current law.

4. Act 7 chahged the previous law for appropriations under the college tuition and
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“expenses and the college savings programs as follows: (a) the continuing PR appropriation for

general program operations of the college savings program was changed to a SEG appropriation
funded from the new college savings program trust fund; (b) the current SEG appropriation from the
tuition trust fund for "payment of tuition" under the college tuition and expenses program was re-
titled to be for the "payment of qualified higher education expenses and refunds” and the separate
appropriation for "payment of refunds" was repealed; and (c) a new SEG appropriation, funded
from the college savings program trust fund, was created for the "payment of qualified higher
education expenses and refunds". The net result of the changes in these appropriations made by Act
7 means that none of the changes to appropriations to the two programs that are proposed in SB 55
are needed because they have been superceded by Act 7. However, corrective entries to the
appropriations schedule in the bill will be required to correctly reflect current law. Consequently,
the Committee could delete those now obsolete appropriation change provisions and authorize

corrective title entries to the appropriations schedule. Sections 921, 922, 923, 924, 925 and 926 of
the bill would be deleted under this action. ‘

5. There are two additional issues concerning the appropriations for the two programs
that the Committee could consider. The first issue concerns the appropriation type for the college
savings program’s administrative expenses appropriation. In general, administrative appropriations
are established as sum certain, annual appropriations. The administrative expenses appropriation
for the college tuition and expenses appropriation is already a sum certain annual appropriation.
However, as created under Act 7, the appropriation for expenditure of funds from the new college
savings program trust fund would be a continuing appropriation. Under a continuing appropriation,
an estimate of the amount an agency expects to expend is included in the appropriations schedule.
However, the amounts shown in the schedule are not controlling and the agency can expend any
amount that it has sufficient revenues to support. The Committee could include language to provide
that the new SEG appropriation for the college savings program’s administrative expenses, as
created by Act 7, be changed to a sum certain, annual appropriation.

6. The second issue relates to the lack of uniformity in titles in the appropriations
schedule for similar appropriation purposes in each program. It could be argued that greater clarity
would result if the same purpose titles (such as administrative expenses) were used for each
program but with the distinct programs were identified in each title. The current title structure for

each appropriation (as modified by Act 7) and the changed titles as they would result under this
change are shown in the table which follows.
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Appn.
Alph
(2)(@)

(2)(am)

@@

@®

(2)(tm)

@)

Current Title*
Administrative expenses; general fund

Administrative expenses for college savings
program; general fund

Payment of qualified higher education expenses
and refunds

College savings program; payment of qualified
higher education expenses and refunds

General program operations; reimbursement

Administrative expenses; tuition trust fund

*Current law as amended by 2001 Act 7.

oA
Proposed Title o

Administrative expenses; college tuition and expenses £

program
o]
v
o
g
Administrative expenses; college savings program %’ M :

]

o

Administrative expenses; college savings program
Payment of qualified higher education expenses and
refunds; college tuition and expenses program

Payment of qualified higher education expenses and
refunds; college savings program

Administrative expenses; college tuition and expenses
program

7. The Committee could include language in the budget to standardize the
appropriation titles as outline above.

ALTERNATIVES .
1. Approve the Governor’s recommendation relating to changes in appropriation
structure for the college savings and college tuition and expenses programs. =
2. Delete the Governors recommendation relating to changes in appropriations

structure for the college savings and college tuition and expenses programs and include corrective

title entries in the appropriations sections of the bill to reflect current law as modified by 2001
Wisconsin Act 7.

3. In addition to Alternative 2, modify current law to change the new SEG

appropriation for the college savings program’s administrative expenses from a continuing to an
annual appropriation.

In addition to Alternatives 2 and 3, modify current law to make uniform the

appropriation titles for the college savings and college tuition and expenses programs as shown in
the table in discussion point 6 above.

Prepared by: Terry Rhodes
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LFB:.....Rhodes — College savings program appropriations
FoR 2001-03 BUDGET — NoT READY FOR INTRODUCTION

LFB AMENDMENT
TO 2001 SENATE BILL 55 AND 2001 ASSEMBLY BILL 144

1 At the locations indicated, amend the bill as follows:
2 1 Page 581, line 5: delete the material beginning with that line and ending
A line G
@ with Woe/Ron page 582 and substitute:
®9, (Aitl le)
e “SECTION 920n{ 20.585 (2) (a%;f the statutes is amended to read:
(+He)
a 20.585 (2) (a) /Admtmstrative expenses; generat—fund college tuition and

expenses program. | The amounts in the schedule for the administrative expenses of

the college tuition and expenses program under s. 14.63, including the expense of

promoting the program. f/

H A S m

9 CQULECEIUILION PREBAYFTENT PROGRAMA
History: 1971 c. 125; 1973 c. 334; 1975 c. 270; 1977 c. 29; 1977 c. 418 ss. 160, 192; 1979 c. 221, 328; 1981 c. 20; 1983 a. 408; 1985 a. 29; 1989 a. 31; 1991 a. 39; 1993
6& 16; 1995 a. 27 ss. 1074m, 1079m, 1080m, 1126g to 1139r; 1995 4. 2011997 a. 27,1999 a. 9 ss. 587 597m; 199921 44,

SECTION 920’,}! 20.585 (2) (am)(.of the statutes is amended to read:
® 3 (*th)
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MJL:.......
/ (tiHe) .
@ 20.585 (2) (amXAdministrative expenses for ; college savings program;genered
2 fund. (The amountsinthe schedule for the administrative expenses of the college
3 savings program under s. 14.64, including the expense of promoting the program

®> L

History: 1971 c. 125; 1973 ¢. 334; 1975 ¢. 2 ;1977 ¢, 29; 1977 c. 418 55,160, 192; 1979 c. 221, 328; 1981 c. 20; 1983 a. 408; 1985 a. 29; 1989 a. 31; 1991 a. 39; 1993
@a 16; 1995 a. 27 ss. 1074m, 1079m, 1080m, 112 gto 1139r; 1995 a. 201, 199 a. 27, 1999 a. 9 ss. 587, 597m; 1999 a. 44,

SECTION 920g. 20.585 (2) (q)ff the statutes, as created by 2001 Wisconsin Act
, is amended to read: (’ﬁ’Hﬁ)
(fiHe)

? 20.585 (2) (q),<Payment of qualified higher education expenses and refunds; college tuition and expenses

9"
?\605'

gﬂ"

progranm.

From thetuition trust fund, a sum sufficient for the payment of qualified

higher education expenses and refunds under s. 14.63 (5) and (7).

@ A ’h'Hc)
istory: 2001 a. 7.
/\ﬁl SECTION 920@ 20?285 (2) (t) of the statutes, as created by 2001 Wisconsin Act

10 7, 1s amended to read:

o~ . o («h«He> /

fll ?\6059* 20.585 (2) (t%@e&iege—saw»g&-pfogﬁam,—peymemﬁﬁ%m of qualified higher education expenses and
12 refunds; college savings program. |[From the college savings program trust fund, a sum

sufficient for the payment of qualified higher education expenses and refunds under

s.1464@and@.

History: 2001 a. 7. 'j (’HH&B
15 SECTION 92 20.585 (2) (tm/)<of the statutes, as created by 2001 Wisconsin Act

He)

16 7, is amended to read

History: 2001 a. 7, s T M
: ECTION 920% 20.585 (2) (s%of the statutes is amended to read:
" th

\’Qag«& 20.585 (2) (S)AAdmznzstratwe expenses; tuition-trust-fund college tuition and

expenses Qrogran[// tuiti e amounts in sch ]e th

LPS: h’lﬂ‘

quete pertod
on heAt pag
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1 administrative expenses of the college tuition and expenses program under s. 14

2 including the expense of promoting the program)”. &_

History: 1971 c. 125; 1973 c. 334; 1975 c. 270; 1977 c. 29; 1977 ¢. 418 ss. 160, 192; 1979 ¢. 221, 328; 1981 c. 20; 1983 a. 408; 1985 a. 29; 1989 a. 31; 1991 a. 39; 1993
a. 16; 1995 a. 27 ss. 1074m, 1079m, 1080m, 1126g to 1139r; 1995 a. 201; 1997 a. 27; 1999 a. 9 ss. 587, 597m: 1999 a. 44.

3 (END)
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DRAFTER'S NOTE LRBb0310/1dn
FROM THE MJL:wlj:rs
LEGISLATIVE REFERENCE BUREAU

May 22, 2001

Terry:

This draft replaces LRBb0255 and includes alternatives 2, 3, and 4 from LFB Paper
#857. Therefore, LRBb0255 should not be included in the JCF substitute amendment.

Madelon J. Lief
Legislative Attorney
Phone: (608) 267-7380



_Lief, Madelon

From: Rhodes, Terry

Sent: Monday, June 04, 2001 3:22 PM
To: Lief, Madelon

Subject: Redraft of LRBb 0310/1

Lonnie: | need one change to LRBb 0310/1 for which the proposed modification is attached. In the paper,
Alternatives 2, 3 and 4 were adopted. Alternative 3 made the new administrative appropriation a sum certain appn. similar
to 20.585 (2) (s). Call if questions. Thanks.

Terry Rhodes
Legislative Fiscal Bureau

0

redraft LRBb 0310 sum
certain....



W W

O 0w <2 o O

10
11

State of Wisconsin o
2001 - 2002 LEGISLATURE LRBb0310/%
?1 MJL:wljipéy

~
N
R
)
4
f\m

FOR 2001-03 BUDGET — NoOT READY FOR INTRODUCTION
LFB AMENDMENT
TO 2001 SENATE BILL 55 AND 2001 ASSEMBLY BILL 144

At the locations indicated, amend the bill as follows:

1. Page 581, line 5: delete the material beginning with that line and ending
with page 582, line 3, and substitute:
“SECTION 920c. 20.585 (2) (a) (title) of the statutes is amended to read:

20.585 (2) (a) (title) Administrative expenses; general fund college tuition and

expenses program.
SEcTION 920g. 20.585 (2) (am) (title) of the statutes is amended to read:

20.585 (2) (am) (title) Administrative expenses for; college savings program;
general-fund.
SEcTION 920L. 20.585 (2) (q) (title) of the statutes, as created by 2001

Wisconsin Act 7, is amended to read:
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. LRBb0310/1
2001 — 2002 Legislature -2 - MJLiwljrs

20.585 (2) (q) (title) Payment of qualified higher education expenses and
refunds; college tuition and expenses program.

SECTION 920p. 20.585 (2) (s) (title) of the statutes is amended to read:

20.585 (2) (s) (title) Administrative expenses; twitton-trustfund college tuition

and expenses program.

SEcTION 920t. 20.585 (2) (t) (title) of the statutes, as created by 2001 Wisconsin
Act 7, is amended to read:

20.585 (2) (t) (title) College-savingsprogram;—payment Payment of qualified
higher education expenses and refunds; college savings program.

SECTION 920x. 20.585 (2) (tm) [(title) of the statutes, as created by 2001

Wisconsin Act 7, is amended to read:




2001-2002 DRAFTING INSERT
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-
Administrative expenses: college savings

. : :
program. From the college savings program trust fund, all meneys received from-the

operations the amounts in the schedule for the administrative expenses of the college

) !
savings program under s. 14.64.”.

History: 2001 a 7.
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For 2001-03 BUDGET — NoT READY FOR INTRODUCTION
LFB AMENDMENT

TO 2001 SENATE BILL 55 AND 2001 ASSEMBLY BILL 144

At the locations indicated, amend the bill as follows:

1. Page 581, line 5: delete the material beginning with that line and ending
with page 582, line 3, and substitute:
“SECTION 920c. 20.585 (2) (a) (title) of the statutes is amended to read:

20.585 (2) (a) (title) Administrative expenses; gereralfund college tuition and

expenses program.

SECTION 920g. 20.585 (2) (am) (title) of the statutes is amended to read:

20.585 (2) (am) (title) Administrative expenses for; college savings program;
general fund.

SECTION 920L. 20.585 (2) (q) (title) of the statutes, as created by 2001

Wisconsin Act 7, is amended to read:
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20.585 (2) (q) (title) Payment of qualified higher education expenses and

refunds; college tuition and expenses program.

SECTION 920p. 20.585 (2) (s) (title) of the statutes is amended to read:

20.585 (2) (s) (title) Administrative expenses; tuition-trust-fund college tuition

and expenses program.

SECTION 920t. 20.585 (2) (t) (title) of the statutes, as created by 2001 Wisconsin

Act 7, is amended to read:

20.585 (2) (t) (title) College savings progrew;—payment Payment of qualified

higher education expenses and refunds; college savings program.

SECTION 920x. 20.585 (2) (tm) of the statutes, as created by 2001 Wisconsin Act

7, 18 amended to read:

20.585 (2) (tm) General-program-operations;—reimbursement Administrative

expenses; college savings program. From the college savings program trust fund, all

ta)—for—general —programs—operations the amounts in the schedule for the

administrative expenses of the college savings program under s. 14.64.”.

(END)



